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Docket No. E-013 

proposed program is an expansion and modification of a current program. A 

rgy Wise program was pre-approved by Staff on December 21, 1998.' The 

Energy Wise program is one of several demand-side management ("DSM") programs that was 

liminary Energy Efficiency DSM Plan" approved in Decision No. 67744. This 

program was discussed within the DSM collaborative group. 

Program Description 

5.  The Energy Wise program is available to A P S  residential customers with household 

incomes less than or equal to 150 percent of federal poverty guidelines. Under the expanded 

program, customers on tribal lands would be included. 

6. The program consists of four components: Weatherization, Health 

Repair and Replacement, and Bi Assistance. The maximum expenditure per home in a 12-month 

period for Weatherization, Repair and Replacement, 

Weatherization 

7. 

Health and Safety combined is $6,000. 

The Weatherization component provides an assessment of a house and appliances 

to determine what cost-effective measures are needed to improve energy efficiency and then 

installs the measures. Weatherization will be conducted in accordance with the rules of the federal 

Weatherization Assistance Program ("WAP"). WAP is funded by the U.S. Department of Energy 

and administered by the Arizona Department of Commerce Energy Office ("Energy Office"). The 

other funding sources. 

S' DSM programs. 

Decision No. 68447 
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'age 3 Docket No. E-01345A-05-0414 

9. General repairs may include repairs to membranes to stop roof leaks, repai 

ent of window units, repairs to or replacement of exterior doors, the restoration or 

ent of ceiling areas which cannot support insulation, and the restoration or replacement of 

floor areas over crawl spaces which are not structurally strong enough to remain part of the 

milding envelope 

10. Customers in rented homes would be eligible for weatherization services with the 

nvner's written permission, but the owner must agree to not increase the rent for 1 

Weatherization projects for master meter and/or multifamily housing would be con 

4PS on a case by case basis. 

Health and Safety 

11. The Health and Safety component pays for the installation of energy-efficient 

window unit air conditioners and heat pumps that are prescribed by a medical doctor. 

Repair and Replacement 

epair and Replace component allows for the repair or replacement of 

Appliances are re d only when repair costs would exceed replacement 

costs or when an appliance would be i able or unsafe even with repairs. The program does 

not provide for maintenance of the appliances. The appliances are limited to air conditioners, heat 

pumps, evaporative coolers, refrigerators, and water heaters. Renters would be allowed to 
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Delivery Strategy 

Under the proposed expansion, the Energy 

through the eight Community Action Agencies (''CAAs")' that serve APS areas and Tribal 

Governments. APS would provide overall program management for Energy Wise. A third-party 

manager may oversee routine administration and compliance issues. The CAAs and Tribal 

Governments would leverage Energy Wise funds with funds from other sources including the 

Federally funded Low Income Housing Energy Assistance Program ("LIHEAP"), the U.S. 

Department of Energy, and various utility companies as appropriate. 

Marketing 

15. 

a. 

Energy Wise will be marketed through the following means: 

CAAs and Tribal Governments will hand out informational brochures in their offices 
and leave them in homes; 

b. APS Customer Care Associates will be trained to inform customers about the 
program; 

APS will promote the program in electric bills; 

With permission, signs will be placed near homes during the weatherization process. 

With permission, window stickers will be placed on windows of homes that have been 
weatherized. 

c. 

d. 

e. 

16. Staff has recommended that APS describe its marketing activities and provide 
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18. The proposed annual budget for the exp 

Almost 87 percent of the funds wou 

ed Energy Wise program is detailed in 

e distributed to the CAAs and Tribal 

3overnments to implement the program. The remaining 13 percent of the budget is used by APS 
- program support. 

Table 1 
Energy Wise Annual Budget 

Implementation Costs (Allocated t 
Weatherization' 
Health and Safe$ 
Repair and Replace3 
Program Delivery4 
Bill Assistance' 

AAs and Tribal Governments): 

Total Implementation Costs 
Percent of Total Budget 

Program Support Costs: 
Third Party Management6 - 

Training, Technical Support, Monitoring and Evaluation7 
Marketing and Promotion' 
APS Administrationg 

Total Program Support Costs 
Percent of Total Budget 

Total Energy Wise Costs 

Annual 
Budget 
Amount 

$479,400 
$14,100 
$70,500 

$141,000 
$250,000 
$95 5,000 

86.8% 

$50,000 
$10,000 
$10,000 
$75,000 

$145,000 
13.2% 

$1 , 100,000 

costs for repair or replacement of appliances 

d be available for 
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This would be the first time that Tribal Governments have received funds from the program. The 

Tribal Governments were given a larger share of the funds than would have been received if the 

allocation were based only on the number of low income customers as an attempt to make up for 

the years that the Tribal Governments were not part of the program and recognizing the difficulty 

of serving small numbers of A P S  customers dispersed over wide areas. In fact, the budget in APS'  

DSM portfolio plan for Energy Wise was increased by $100,000 compared to the preliminary 

portfolio plan so that more funds could go to the Tribal Governments. 

21. The first year's allocation to CAAs and Tribal Governments under the expanded 

program is shown in Table 2 .  The distribution would be reviewed and adjusted each year. 

Table 2 
Implementation Budget Allocated to CAAs and Tribal Governments 

Coconino County Community Services Dept.- 
Gila County Community Action Agency 
Maricopa County Human Services Dept. 
Northern Arizona Council of Governments 
City of Phoenix Neighborhood Services 
Southeastern Az Human Resources County 
Western Arizona Council of Governments 
Tribal Government - Navajo 
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Health and Safety 3 14 
Repair and Replacement 48 63 
Weatherization 74 218 
Total Number of Households3 275 555 

23. APS’cos 

nost on Weatherization. 

ergy Wise are shown in Table 4. A P S  spends the 

APS’ Incurred Costs in Energy Wise 

Bill Assistance 
Health and Safety 

Cost-Benefit Analysis 

The cos 24. enefit analysis was based on information from a study conducted by the 
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8,640 kWh per year, weatherization services resulted in an average 23 percent reduction in kWh 

consumption. Demand reduction was estimated to be 0.3 kW per home.5 

25. Staff estimates that the Weatherization component of the Energy Wise Program 

serving 3 82 homes per year (based on APS' budget) would result in reduced energy consumption 

of 763 MWh per year and a demand reduction of 115 kW per year. 

26. With the above information, Staff used the Societal Cost Test to calculate the net 

societal benefits of Weatherization. The Commission's 1991 Resource Planning Decision No. 

57589 established that the Societal Cost Test should be used for the purposes of establishing 

whether a DSM program can be considered cost-effective. Under the Societal Cost Test, a 

program's incremental benefits to society must exceed the incremental cost of having the program 

in place in order for the program to be cost-effective. 

27. For the Weatherization component, societal costs would include the direct 

implementation cost of $1,108 per home discussed above plus the costs for delivering the program. 

In determining delivery costs, Staff included a portion of APS' budgeted costs for program 

delivery by CAAs and Tribal Governments and for program support. Since implementation costs 



s considered not cost-effecti in air pollution and 

water consumption resulting With reduced energy consumption of 763 MWh 

:xpected each year, the value of the reduced environmental impacts is far greater than zero. If 

ated substantial reducti 

iollar values were assigned to these environmental impacts and used as benefits in the 

iocietal benefits would be positive. Therefore, Staff considers Weatherization to be cost-effective. 

3 taff Analysis 

30. Staff has recommended that the Weatherization component of the Energy Wise 

irogram be considered as DSM and that the costs count toward APS '  DSM spending requirements 

on per year; $1 million on low income weatherization program). 

he Health and mponent would not reduce energy consumption if a 

vindow unit air conditioner or heat pump is installed where there currently is no such unit 

iperating. The Repair and Replacement component would also not reduce energy consumption if 

i non-operating appliance is replaced by an operating appliance. In those situations, the measures 

nay be valuable for low income customers, but it is difficult to consider them to be DSM. 

32. The settlement agreement, approved by Decision No. 67744, limits eligible DSM- 

-elated items to energy-efficiency DSM programs, a performance incentive, and low incom 

mistance. Energy-efficiency DSM was defined as "the planning, implementation and evaluation 

if programs that reduce th se of electricity by means of energy-efficiency products, services, or 

xactices.". 

33. Staff has recommended that APS be allowed to continue the Health and Safetv 
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34. The above recommendation is consistent with the conditions contained in Staffs 

The settlement agreement provided for Bill pre-approval letter for the program in 1998. 

Assistance to be considered as DSM and therefore the costs should count toward APS'  DSM 

spending goals. 

Reporting Requirements 

35. Staff has recommended that A P S  continue to report on the progres 

Wise program in its semi-annual reports filed with the Commission. The reports should include 

the number of participants and cost by program component. In addition, the reports should 

include the number of measures installed by type of measure for the Health and Safety component 

and for the Repair and Replacemen 

Program Flexibility 

36. On November 14, 2005, APS supplemented this application with language on 

flexibility. After discussion at the November 15, 2005, DSM Collaborative working group 

meeting, APS made changes to the flexibility language and filed the updated version on 

November 21, 2005. Because the language is very similar to that which was filed in Docket 

No. E-01345A-05-0477 for most of the other DSM programs, much of the requested flexibility is 

simply not applicable to the Energy Wise program. 

37. However, APS' flexibili guage indicates that funding may be shifted as needed 

between budget categories within a program. APS would notify the Commission of any budget 

:hanges that would result in a significant change to a program's benefit-cost ratio, and in no case 
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iummary of Staff Recommendations 

39. Staff has recommended approval of the Energy Wise with the following 

equirements : 

a. Staff has recommended that APS describe its marketing activities and provide copies 
of brochures and other marketing materials in its semi-annual reports filed with the 
Commission. 

Staff has recommended that the costs of the Weatherization component count toward 
APS' DSM spending requirements. 

Staff has recommended that APS be allowed to continue the Health and Safety 
component and the Repair and Replacement component, but that the costs not be 
counted toward APS' DSM spending 

1. When installing (for Health Safety) or replacing an air conditioner, heat 
pump, or other appliance, APS may only count the incremental cost between an 
average appliance model and a more energy-efficient appliance model toward 
its minimum DSM spending requirements. 

b. 

c. 

uirements except in the following situations: 

.. 
11. When repairing an appliance, costs for repairs may only be counted as DSM if the 

repair results in a reduction of energy use. 

d. Staff has recommended that the costs of the Billing 
toward APS' DSM spending requirements. 

Staff has recommended that APS continue to report on the progress of the Energy Wise 
program in its semi-annual reports filed with the Commission, including the number of 
participants and costs by program component, and the number of measures installed by 
type of measure for the Health and Safety component and for the Repair and 
Replacement component. 

Staff has recommended that the naturehntent of the Energy Wise program and its 
components, including signi 

ssistance component count 

e. 

f. 
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3. The Commission, having reviewed the application and Staffs Memorandum dated 

Energy Wise program March 24, 2006, co 

with Staffs recommendations. 

public interest to approve t 

that the Energy Wise program, with the 

e and hereby is appr 

Decision shall beco 

BY THE ORDER OF THE ONA CORPORA ON COMMISSION 

( 

(l7uefL I 

CHAIRMAN COMMISSIONER 

COMMISSIONER COMMISSIONER COMMIS S I ~ N E R  

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive 
Director of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the Capitol, in the City of 
Phoenix, this /d-* day of 7 

2006. 




